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TEN YEAR SUMMARY OF OPERATIONS 


1968 
(Note) 


54 


-----.-§15,296,379 $15,124,876 $11,375,363 $6,013,640 $4,072,038 $3,530,536 $3,345,521 $3,155,532 $2,812,560 


...$ 7,547,235 $ 6,459,562 $ 5,254,717 $1,768,846 $1,508,785 $1,314,381 $1,234,391 $1,072,740 $ 937,129 


474,329 | ' $331,834 $213,910 $ 152,206 2 } $107,757 $ 125,280 


Percentage Increase. Se ee 6% % % 55% 40% 18% (14%). 56% 


Dividends paid—preferred shares... B $ 229,750 


$ 119,330 | $99,442 $§ 87,012 $ 74,582 


Potential (Total Premises 
Herta Vein 11S) een ee eC at ae ee pes 34,003 29,241 12,902 3 } 0: 091 5,787 5,540 


17,755 17,297 12,762 6,766 5,621 4,965 375 3,889 3,414 2,792 


Nattral'Gas ‘Sales —M CH eee. 13;298)553,  10}665,242) 9,703,460 2,553,100 2,193,000 1,928,000 1,835,000 1,610,000 1,406,000 883,000 


Note: The assets of North Star Natural Gas Company of Wisconsin, Inc. were sold at June 30, 1968. Operations in the Wisconsin company at December 31, 1967 consisted of: Communities 
served, 6; Total Plant Investment, $839,512; Potential (Total Premises facing Mains), 1510; Year End Customers, 583. 
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ROBERT G. GRAHAM 
President 


Your Directors are pleased to report the results of operations for 1968 
and to provide your copy of the Annual Report of the Company. 


FINANCIAL RESULTS 


Net profit after income taxes for the year 1968, $474,329, represented 
an increase of 6% over 1967 and resulted in earnings per share of 82¢, an 
increase of 12%. Although 1968 revenues increased by approximately 23% 
over the previous year, a significant portion of the benefit of this increase 
was absorbed by substantially increased costs over which the Company 
cannot exercise control. For example, during 1968, our property taxes rose 
more than 20%. 'To compensate, the Company has inereased natural gas 
rates in many of the communities served in Minnesota. Rates are also 
under review by the Public Utilities Board of Manitoba in the application 
by Inter-City Gas Utilities Ltd for a single rate base. 


SALES 


In the year 1968, sales of natural gas exceeded 13 billion cubie feet, an 
inerease of 24% from the previous year. Of this volume, North Star 
Natural Gas Company of Wisconsin, Ine., which was sold during 1968, 
contributed only 24 million cubie feet. In spite of the sale of the Wisconsin 
operation which consisted of 6 communities and 583 customers, the Com- 
pany added a sufficient number of new customers in the other systems to 
reflect a significant net inerease in year-end heating customers. 


ADDITIONAL PLANT 


During 1968, the amount of $1,076,452 was expended on new plant 


facilities, primarily for the extension of mains, service lines and related 
equipment required to service the additional customers attracted to natural 
gas in our established communities. 


DIVIDENDS 


The Company paid dividends at a rate of 40¢ per common share in 
addition to the regular preferred share dividends of $73,500 on the Series A 
First Preference Shares and $156,250 in the Series A Second Preference 
Shares. 


BULLOCH’S LIMITED 


At March 31, 1969, your Company acquired 57.6% of the outstanding 


voting stock of Bulloch’s Limited by exchange of 11,100 shares of Inter-City 
for 33,300 shares of Bulloch’s. An offer of $5.00 per share for the remaining 


voting shares of Bulloch’s is presently outstanding. Bulloch’s Limited, a 


manufacturer and distributor of heating equipment has recently obtained 
the requisite approvals to distribute equipment in the United States and 
will extend operations into our natural gas service areas within the United 
States during 1969. Earnings attributable to the voting shares of Bulloch’s 
Limited for the year ended December 31, 1968, were 39c per share. Mr. 
T. D. Bulloch, president and general manager of Bulloch’s Limited, has 
assumed a senior office with your Company. 


MANITOBA PUBLIC UTILITIES BOARD 


Inter-City Gas Utilities Ltd., a subsidiary of Inter-City Gas Limited, 
has made application ot the Manitoba Public Utilities Board for an order 
which would have the effect of recognizing our operation in Manitoba as a 
single economic unit, or rate base, serviced by only two rate schedules, 
rather than a series of separate economic units serviced by a multiplicity of 
rate schedules. 


PUBLIC UTILITY HOLDING COMPANY ACT AND FINANCIAL 
REORGANIZATION 


Inter-City Gas Limited is no longer subject to the restrictive provisions 

fer the Public Utilities Holding Company Act of 1935, a United States 

federal statute. Prior to March 31, 1969 your Company was subject to the 

obligations, duties and liabilities imposed by the Act on holding companies, 

which required prior approval of the Securities and Exchange Commission 
for the acquisition of the utility assets of other companies. 


The status of Inter-City Gas Limited as a registered holding company 
endured throughout 1968 while a practical program of inter-company 
mergers was developed. Our completed program of financial re-organiza- 
tion has been approved by the Securities and Exchange Commission as 
satisfying the requirements for exemption from the limiting provisions of 
the Public Utilities Holding Companies Act and has been ruled upon by the 
United States taxation authorities as being a non-taxable transaction. 


As a prerequisite to our program, it was necessary to redeem the 
outstanding funded debt of each of Iron Ranges Natural Gas Company and 
North Star Natural Gas Company, both Minnesota corporations and to 
dispose of North Star Natural Gas Company of Wisconsin, Ine. 


As at January 1, 1969, Iron Ranges Natural Gas Company was merged 
into Inter-City Gas Limited and as at March 31, 1969, North Star Natural 
Gas Company was merged via Superior Gas Company, into Inter-City Gas 
Limited. As a result of this reorganization, Inter-City Gas Limited, still a 
Canadian company, operates as a distributor of natural gas in the State of 
Minnesota and continues as the parent company of Inter-City Gas Utilities 
Ltd. which operates in Manitoba. 


FINANCING 


Your Company has arranged a private placement in the United States 
of $4,000,000 (Canadian) in new first mortgage bonds on favorable terms 
negotiated during September of 1968. Proceeds of this issue will be used to 
repay bank borrowings arising from the redemption of funded debt during 
1968 and from new construction financed with bank credit during the two 
years while Inter-City Gas Limited was subject to the Public Utility 
Holding Company Act. 


The President and Directors wish to express their appreciation for the 
co-operation received from the Cowncils and citizens of the communities served 
and to extend their best wishes to Mr. G. A. Cassidy, former Vice-President 
who has resigned from owr Company to take an executive position in the city of 
Portage la Prairie. We further acknowledge the efforts of owr employees 
whose contribution to the results outlined in this report is greatly appreciated. 


On BEHALF OF THE BoarpD or DrrREcTORS, 


A 


President. 


INCeR-CICY GAS 


AND SUBSIDIARY COMPANIES 


Sales Growth 


REVENUE FROM GAS SALES M8 Dollars in 100,000's and millions 


NTT TT 
anil 
oo 


24 6 8 imm2 4 6 8 2mm 2 4 6 8 3mm 2 4 6 8 4mm2 4 6 8 5mm 2 4 6 86mm 2 4 6 87mm2 4 6 8 


ANNUAL GAS SALES @ In 1000's 


MMCF 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 


POTENTIAL CONNECTIONS CUSTOMERS @® Number in 1000's 


123 4 5 6 7 8 91011 12 13 14 15 16 17 18 19 20 25 30 35 


Intercity GAS 


Auditors Report to the Shareholders 


We have examined the consolidated balance sheet of Inter-City Gas Limited and its subsidiaries as at December 31, 1968 and the 
consolidated statements of income, retained earnings and source and use of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at December 31, 1968 
and the results of their operations and the source and use of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


March 29, 1969 Hite Abnetd, ler Tes : 


Winnipeg, Manitoba. CHARTERED ACCOUNTANTS 


Consolidated Statement of Retained Earnings 


FOR THE YEAR ENDED DECEMBER 31, 1968 1968 1967 
$ $ 
Balance—Beginning of Year... eS ot ee ee ee peer eenceeeee Re eR ee ee IAG 2599, 1,001,113 
App: 
@onsolidatedsnetnmcomeytorith ely cai mee arene ee ee 474,329 448,177 
Adjustment of prior years’ depreciation... = ee ee ee 220,223 
Gain on sale of shares in Columbia Natural Gas Limited 396,514 
2,129,928 2,066,027 
Derpuct: 
Write-off of plant disallowed for rate base purposes... ee ees nee Tee eee 109,266 
I o}SJS¥(O 0% (ODES) oXOYSF=IU OS By 0) EY Ese eee eee cS ar ee aE Ra tre oe re ena ee 61,348 
Unamortized finance charges on long term debt retired (Note 8)... Se eee de ccericeee Es 94,669 
203,935 61,348 
1,925,993 2,004,679 
Dryipenps Paip: 
TAOS orl eS Attins bap rer eLen GOS la RCS te seme meres eee Massy, Se eye ents ene re ee eee 73,500 73,500 
614% Series A second preference shares... 156,250 156,250 
(Gomimionss Wares iss ek ane ree ee eS a ee ee ee ee cee eee ee ee 119,330 119,330 
349,080 - 349,080 


Balance—End of Year... he ie ne cre eta Man elie aah SER seein Bat te Lee 1,576,913 1,655,599 


IOCeR-CICY GAS 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Income 
FOR THE YEAR ENDED DECEMBER 31, 1968 


OPERATING REVENUE 
Sa eLOhen au ine) |i 215 ae 
Merchandising and rental income 


OPERATING EXPENSES 
INEM BITTEN | ZENS 7 SHUN NESTS cake ceeee sete Neca SNL REE AS 5 cE Ge ee ice eo IR 
Operation and maintenance 
Municipal taxes 
Depreciation 


GROSS EARNINGS 


OTHER INCOME 


INCOME DEDUCTIONS 
D UsaTeyietSHsiCoy a SAUD GY GUY | ONS) tees eae ee ee a EE eee 
OTHSTST It eres (reece ee a ae NS aoe 2g Suh OS een ee 
Amortization of financing expenses.. 
Imibenes tac hare ed gtaee ons Gre cio yee eee are ean a a Se ee 


EROVISTONSEORSIN CO VIEMDARXCBS (NCL NG) bese ee 


TVET © FRRCTRY GTN GE RBS Oe ee eee ee peewee en 


CONSOLIDATED NET INCOME FOR THE YEAR... : 


1968 1967 
$ $ 
7,547,235 6,459,562 
46,871 31,345 
7,594,106 6,490,907 
4,903,122 4,010,281 
848,043 812,035 
368,582 360,561 
329,770 292,390 
6,534,231 5,490,505 
1,059,875 1,000,402 
112,477 63,564 
1,172,352 1,063,966 
368,582 360,561 
303,101 228,755 
31,493 33,480 
(17,182) (19,145 ) 
685,994 603,651 
486,358 460,315 
10,986 10,264 
475,372 450,051 
1,043 1,874 
474,329 448,177 


IncTeER-CITY GAS 


Consolidated Balance Sheet 


AS AT DECEMBER 31, 1968 


IN ASS) 18, IES 1968 1967 
$ $ 
FIXED ASSETS 
JerRojoercringz, ovleyons Ebaxal xo op caval — ENG (COA ce eee a ee Ee eee OG SAG 15,124,876 
PAG Cum site GG e joe Cle) U0 11 eee een Pe RR oes yr ee ne ee ee I OT 1,487,692 
13,550,872 13,637,184 
Cost of gas rights and franchises for which no provision for amortization has been made... ees 957,053 957,053 
14,507,925 14,594,237 
INVESTMENTS—at cost 
DANCIN oY CL=5 1/6) 0) =e eee ee ee eee SE ire OR aM PER, eT cp PEN en 295,022 306,124 
Otherness se ee Shcesosu cate cececasseseece sei yeceee ore ees STE See Se Tass Sa es To oe cee PCE Ee 57,220 55,462 
352,242 361,586 
CURRENT ASSETS 
(CRYSIS oe chan Sse ee eee Fa act Seen Sales See eee Pec eee upstesa eee ERO SA St ee Re 220,258 1,984,644 
Accounts receivable, less provision for doubtful accounts: 
BTML es eNO LSU 72 F Bre ear ee eee Re pS ae Or 1,119,371 1,063,529 
Conditional sales contracts... See cores See eee 199,417 247,602 
Materials and supplies—at cost. 346,368 277,870 
Prepaid expenses... : pisettiae bed = 29,486 21,859 
Income taxes recoverable . Passes : 22,609 
1,937,509 3,595,504 
DEFERRED CHARGES—at cost less amortization: 
SEDSUCOWeWaVea Da gar <0) 0 (= Sees ee ee a as oer eee 355,969 478,770 
Natural gas market development___ ae 244,998 182,450 
Othe ee eae ee eee Bi Pe a 1 oer re eam, MeN eo ee Oe Crepe Seer bea eee 179,015 101,833 
779,982 763,053 
$17,577,658 $19,314,380 


SIGNED ON BEHALF OF THE BOARD 


ae Director Ve fbn Director 
————— 


LIABILITIES 1968 | 1967 
$ $ 
FUNDED DEBT ACN OeU See... pee doce a ane ern ee eee ie a re EN Se PEs oe es 1 ae eee 4,566,000 6,537,150 
SHAREHOLDERS’ EQUITY 
Capitan Stocx—(Note 4) 
Authorized— 
147,900 cumulative redeemable first preference shares of the par value of $20 each issuable 
in series. 
300,000 cumulative redeemable second preference shares of the par value of $20 each, 
issuable in series. 
500,000 common shares of no par value. 
Issued and fully paid— 
67,900 514% series A first preference shares... 1,358,000 1,400,000 
125,000 614 % series A second preference shares 2,500,000 2,500,000 
29832 GYCOTMMTO MS ATES eae ee wee eee A New ea ey ea ee ee ae Reo ee, ric AE od ny Oe - 1,641,778 1,641,778 
5,499,778 5,541,778 
RETAINED EARNINGS 
Ap propriated—— (Note b)) moe & ae. se a I me th A See a. 2 ee eee ae ee er Reta ee RE RES 527,900 490,600 
NUE 2g TOTO Po Tel wy Ce Cl ae cera ea oe Rae one RE eee ON dE fe EEO oe OE 1,049,013 1,164,999 
1,576,913 1,655,599 
7,076,691 7,197,377 
CUSTOMERS’ CONTRIBUTIONS IN AID OF CONSTRUCTION... 165,418 158,029 
MINORITY INTEREST IN SUBSIDIARY COMPANY... Pas eee ee ee 11,002 10,606 
CURRENT LIABILITIES 
ES eymi karen Clavie nC Se CNL CN) eae eee 4,294,865 3,889,792 
/ Noor BWANS) jo ZEN a=) eyronel eexeceperwiCxel VED) ONDA ES a ESSE 1,121,718 1,102,243 
VeraX Qa a) WSS} OPENLY OV C2 ee 1,600 
Deferred income... ee oes 35,262 38,685 
(© rier OTTO TINO Lae UIA Cl GL Cl este ee EEE , 149,500 232,500 
Cinistiqonmmernsy” Seu? GUESS oe ne se ce nce eee een ato soroegeseecetes seposeoescean eee, Oe eA 157,202 146,398 
5,758,547 5,411,218 
$17,577,658 $19,314,380 


InteR-CICy GAS 


Consolidated Statement of Source and Use of Funds 


FOR THE YEAR ENDED DECEMBER 31, 1968 1968 1967 
SOURCE OF FUNDS $ $ 
EIN (6 tie ATO SS Ta ny 211 ec nk Oe ee ey _ 474,329 448 177 
Add—Charges not requiring cash: 
IBYe[oVRe LOE toys nee ee oe ee ee ee eee ee ee ee ee ee 329,770 292,390 
AGN OP GAZAL OTe oa no oP ck Se ae ee ee ON Fe Re ED aS cen 62,857 33,480 
IMM OMI Gy AM tOTOS bes xe osx. <a i. «5 ore ee ae Ce eens Reels eres 1,043 1,874 
(Clostiomnans|’ @ormnnioyuitinorms thn, Bul OE COMAR TOUT eee eee eee gee sence eee 2 7,389 14,080 
Sale of investments—net 372,503 
Proceeds of issue—7% debentures—series B..... 2 ee re ee ee eee 1,300,000 
ROGeed SkOtmse) CROMMVVS CONST ONO CLL ic saa eee een 725,734 
IRAN AANA, Ot MO WEEaHVAoK. 5 eA LN ee ee epee cc ae 11,102 
1,612,224 2,462,504 
USE OF FUNDS 
TM ChHa Seno lathe Cua Ss ets 116 (eae anne 1,076,452 1,224,777 
Redemption of funded debt... _ 1,971,658 232,501 
SID ova cle GS) 21.0 Saeene eS 5 349,080 349,080 
Eliana cin eel nc antes vem NG ATs) OA GSC 1) S Cs ee a een nee 56,639 67,728 
Chyssiivonmarerr roy bwtyoronreevats ARVO HULA TpHNOYSR NOM a ee ne ce een eee oe ee ae 93,466 182,450 
WD Sferredhchlange estar ke ts tals. cs va AR eee Oy ee Se ee a> I ne oe Se SA oR (ok ee 28,253 38,170 
Purchase of shares—Iron Ranges Natural Gas Company. 17,738 
Redemption of preference shares... Ce Re ee eee ee, Se, ee ee ie “ 42,000 
3,617,548 2,112,444 
DECREASE IN WORKING CAPITAL... Re eles Pe ech eee eens 2,005,324 (350,060) 
WORKING CAPITAL DEFICIENCY 
TES peat Sut GN Gr Nee eee ee ee ee on ee Sea ee lye eee L bay Nae. 1,815,714 1,986,574 
Decrease in working capital during year... sae er ee Ee a ee ae 2,005,324 (350,060) 
3,821,038 1,636,514 
Working capital deficiency in subsidiary company not consolidated at previous year-end...» == 179,200 
WORKING CAPITAL DEFICIENCY—End of year. so eeeeccccens BhfsVAll (BRS) 1,815,714 


IncerR-CIty GAS 


AND SUBSIDIARY COMPANIES 


Notes to Financial Statements 
FOR THE YEAR ENDED DECEMBER 31, 1968 


1. CONSOLIDATION 


The consolidated financial statements include the assets, liabilities and 
operating results of all subsidiary companies. 

e financial statements of the United States subsidiaries have been 
converted into Canadian Funds at the average rate of exchange during the 
year. 


. BANK ADVANCES 


The company has guaranteed bank advances to subsidiary companies in the 
amount of $3,080,000. Book debts of a subsidiary company have been 
pledged as security for bank advances in the amount of $1,200,000. 


. FUNDED DEBT 


The funded debt of the company and its consolidated subsidiaries is as 
follows: 


Principal 
Year of amount 
maturity outstanding 
INTER-CITY GAS LIMITED $ 
7% debenture—series B..-- 1982 1,300,000 
INTER-CITY GAS UTILITIES LTD. 
6% first mortgage bonds—series A... 1977 337,500 
6% first mortgage bonds—series B_. 1982 450,000 
6% first mortgage bonds—series C... oh 1985 2,043,000 
614% debentures—series A... 1979 $85,000 
4,715,500 
Less: Sinking Fund instalments due within one 
SVC ee AO ne 149,500 
4,566,000 


. CAPITAL STOCK 


The company has reserved 15,000 shares of its authorized but unissued 
common shares of no par value for issue to employees of the company upon 
exercise of options. 

Options have been granted to purchase 12,500 shares at $10.80 per share 
exercisable during the period ending December 1, 1974. The company 
has reserved a further 88,500 common shares for issue at $20 per share on 
the exercise of share purchase warrants during the period ending October 30, 
1973. 


The Company is required by its Letters Patent to purchase annually in the 
market within certain limits, 3% of the outstanding 514% series A first 
preference shares, of which 2,100 were purchased and cancelled during 1968, 
and 3% of the outstanding 614% series A second preference shares on 
January 1, 1969, and each year thereafter. 


5. RETAINED EARNINGS 


As directed by The Public Utilities Board of Manitoba, the Canadian 
subsidiaries have appropriated retained earnings equal to the amount by 
which income taxes have been deferred as a result of claiming capital cost 
allowance in excess of depreciation recorded in the accounts. 


6. INCOME TAXES 


As a result of claiming for income tax purposes (a) capital cost allowance 
in excess of recorded depreciation, (b) certain interest and overhead amounts 
recorded as cost of depreciable assets, and (c) financing and development 
expenses deferred to future periods, Canadian income taxes have been 
reduced and the consolidated net earnings increased by $135,500. . The 
accumulated amount by which income taxes have been reduced to December 
31, 1968 is $918,800. 


7. DIRECTORS AND SENIOR OFFICERS 


The aggregate remuneration received by directors and senior officers of the 
company during 1968, in the capacity of director, officer or employee 
amounted to $104,000. 


8. PUBLIC UTILITY HOLDING COMPANY ACT 

The company has been granted exemption from the restricting provisions 
of the Public Utility Holding Company Act of 1935, a United States federal 
statute which imposed limitations on the company's development. The 
order granting the exemption required the disposal of the utility system in 
Wisconsin, the retirement of the funded debt of the United States com- 
panies and the merger of the subsidiary companies operating in the United 
States into Inter-City Gas Limited. 
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